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IN THE MATTER OF THE APPLICATION
QF ARIZONA PUBLIC SERVICE
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ALIGNED DATA CENTERS, LLC.
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BY THE COMMISSION:

FINDINGS OF FACT

Arizona Public Service Company ("APS" or "Company") is certificated to provide electric

service as a public service corporation in the State of Arizona.

1 .

B ackg round

On April 19, 2016, APS Bled to request the Commission's approval of its experimental

high load factor ("HLF-3") pricing structure contract with Aligned Data Centers, LLC ("Aligned"). The

contract covers only the Aligned location at 2500 West Union Hills Avenue in Phoenix. Aligned is
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currently being served by APS at only this location.

3. Aligned is a new APS customer and is constructing a data center in North Phoenix.

Aligned anticipates being a very high load factor customer, similar to two other large data centers in the

APS service territory with special contracts approved by the Commission.

Under the terms of the electric service agreement ("ESA") addressed in this application,

in order to achieve commercial operation, Aligned must meet a specified threshold requirement and

monthly load factor. Once this threshold is achieved, Aligned would be served under the HLF-_ Pricing
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1 S tructure , if this  ra te  is  a pprove d by the  Commis s ion. As  a  ne w bus ine s s , the  timing for whe n Aligne d

2 meets  the  dues hold is  unce rta in.
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Aligned is currently served under the E-32 S rate schedule, for a small pump, and the E-

32 M rate schedule, for the building where construction is taldng place. When Aligned enters its Initial

Start-Up Period, estimated at early 2017, it will be served under the E-32 L rate schedule and may also

be served under the E-34 or E-35 rate schedules during periods when it does not meet the requirements

set M the contract. Ramp up to a load factor consistency exceeding 90 percent could take approximately

nine to 18 months, meaning that Aligned will possibly begin taking service under the HLF-3 rate by the

9 Fa ll of 2018.
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APS has sufficient generation capacity and reserves to serve Aligned. The marginal cost

to serve Aligned arises primarily from the Company's cost of fuel, and the rates in the ESA will not only

cover the cost to serve Aligned, but exceed the Company's marginal cost. In addition, the proposed

HLF-3 rate includes all current applicable adjustors for the Company's extra-large general service

14 customers.
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In response to a data request, APS indicated that lower rates for High Load Factor

customers will shift some costs to other extra-large customers in a new rate case, but that such a shift is

cost-based. "The high load factor pricing schedules and the Extra-High Load Factor rate schedule are

cost based rates which create a new subclass within the Extra-Large customer group. This sub-grouping

creates a more precise cost allocation to develop the cost to serve high load factor customers. While

this process necessarily result in other extra-large customers paying slightly more, it is a more accurate

reflection of the cost to serve these other extra-large customers that do not have a very high load factor."

22 to  Hig h  Lo a d  Fa c to r Ta riff
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Aligne d ha s  the  right to te rmina te  the  ES A in orde r to ta ke  s e rvice  unde r a  ge ne ra lly

a va ila ble  ra te , s uch a s  the  re ce ntly file d Extra  High Loa d Fa ctor ("EHLF") ra te  (include d in AP S  ra te

a pplica tion E-01345A-16-0036). Te rmina tion would re quire  30 da ys ' writte n notice .

26 Microgrid  P ro jec t

27
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9. To e nha nce  re lia bility, Aligne d ha s  ba ckup ge ne ra tion in a  microgrid configura tion. AP S

is  sharing cos ts  with Aligned to deve lop a  62.5 MW diese l microgrid project with a  new 69 kW enhanced
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capability substa tion. APS has  indica ted tha t this  rnicrogrid project will not only provide  backup for

Aligne d, but ca n be  use d a s  a  cos t-e ffe ctive  sys te m ca pa city re source  for the  be ne fit of a ll APS

3 customers .

4 Analysis and Recommendation

5 10. System Be11eHts S ta ff ha s

6 re comme nde d tha t the  ES A with Aligne d be  a pprove d.

73183 (Economic Opportunitie s ).

The  experimenta l high load factor ra te  is
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rea s onable  for Aligned becaus e  it repre s ents  the  appropria te  ra te  for a  ve ry high load factor cus tomer.

Ve ry high loa d fa ctor cus tomers  make  more  e fficient us e  of exis ting infra s tructure , ra the r than crea ting

a  de ma nd for more  ge ne ra tion, a nd the re by he lp to re duce  the  ove ra ll cos t of s e rving cus tome rs . In

a ddition, the  ES A propos e d in die  a pplica tion would be  cons is te nt with the  provis ions  of De cis ion No.

73183, which a uthorize d AP S  to purs ue  e conomic opportunitie s  through the  us e  of Commis s ion-

12 approved contracts.
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Other Benefits. Aligned currently has five employees at the data center, but anticipates

having an additional 15 by the end of 2016. Aligned also has four dozen contractors in place at the

present time, including employees involved in engineering, construction, operations and security.

Aligned will also contribute additional sales and property taxes. In addition, APS believes that Aligned

has the potential to increase its business in the Company's territory and that additional locations are

possible, since Aligned is a 'bad to suit' data center provider to global corporate clients.

19 Ea_ir_Value Implications
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Staff has also analyzed this application in terms of whether there were fair value

implications. In Decision No. 73183, issued on May 24, 2012, die Commission determined the fair

value of the APS jurisdictional rate base to be $8,167,126,000. That determination is appropriate for

purposes of this analysis. Compared to APS's total revenues, any revenue impact from this agreement

would be De wining/J, and any impact on APS's fair value rate base and rate of return would also be De

25 minimzu.

26 Impact of Special Contracts

27 13.

28

AP S  utilized a  cos t ba s ed approach to the  pacing s tructure  propos ed in its  applica tion.

The  propos e d cha nge  in price  only a ffe cts  re ve nue s  to AP S . Als o, S ta ff ha s  re comme nde d tha t the

De cis ion No. 75751

lllllll



P a ge  4 Docke t No. E-01345A-16-0131

1

2

Commis s ion s pe cify in its  Orde r fla t a pprova l of the  a gre e me nt a t this  time  doe s  not gua ra nte e  a ny

future  ra temaking trea tment of the  agreement with Aligned.

C ONC LUS IONS  OF LAW3

4 1. Arizona Public Service Company is an Arizona public service corporation within the

5 me a ning of Article  XV, S e ction 2, of the  Arizona  Cons titution.

2.6 The  Commis s ion ha s  juris diction ove r Arizona  P ublic  S e rvice  Compa ny a nd ove r the
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s ubject ma tte r of the  applica tion.

The  Commis s ion, having reviewed the  applica tion and S ta ffs  Memorandum da ted Augus t

25, 2016, concludes  dirt it is  in the  public inte re s t to approve  the  AP S  Electric S e rvice  Agreement with

10 Aligned Data  Cente rs , LLC, as  discussed here in.

11 Q R DE R

12 IT IS  THEREFORE ORDERED tha t the  E le c tric  S e rvic e  Agre e me n t with  Aligne d  Da ta

13 Cente rs , LLC is  approved.
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THE O OF THE ARIZONA CORPORATION COMMISSI

44
COMMIS S IONER TQBIN' Ic6MMrS s IQ1>4'ER BURNS

IN WITNE S S  WHE RE O F, I,  1 o D1  J E RICH, E xe cu tive
Dire c to r o f the  Arizona  Corpora tion  Commis s ion , ha ve
he re unto, s e t my ha nd a nd ca us e d the  officia l s e a l of da is
Commission to be  affixed a t the  Capitol, in the  City of Phoenix,
this day of , 2016.l°r*'\
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-/

1 IT IS  FURTHER ORDERED tha t approva l of the  agreement a t this  time  does  not guarantee

2 any future  ra temaking treatment of Me agreement with Aligned Data  Centers , LLC.

3 IT IS  FURTHER ORDERED tha t this  Order s ha ll take  e ffect immedia te ly.
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Melissa Kreuger
PINNACLE WEST CAPITAL CORPORATION
400 N. Fifth St
MS 8695
Phoenix Arizona 85004
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Janice Allard
Chief Counsel, Legal Division
Arizona Corporation Commission
1200 West \X/ashington Street
Phoenix Arizona 850079

10

11

12

Thoma s  M. Brode rick
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Connnis s ion
1200 Wes t \X/ashington Stree t
P hoe nix Arizona  85007
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Dwight Nodes
Chief Administrative Law Judge,
Hearing Division
Arizona Corporation Commission
1200 West Washington Street
Phoenix Arizona 85007-2927
HeaNngDivision@azcc.gov
Consented to Service by Email
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